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INDIVIDUALS 

 

In McAllister v. Commissioner, TC Memo 2013-96, the Tax Court determined that an 

employer’s cancellation of a debt to the company does not constitute constructive wages 

but represents cancellation of debt income subject to the insolvency exception. 

 

 

 

RETIREMENT PLANS 

 

In In re:  Clark, 111 AFTR2d 2013-________, the Seventh Circuit Court of Appeals 

disagreed with all prior Court decisions including one from the Fifth Circuit and reversed 

a Wisconsin Federal District Court to determine that inherited IRAs are not exempt from 

creditor claims in bankruptcy. 

 

 

 

ESTATES 

 

In Estate of Koons v. Commissioner, TC Memo 2013-94, the Tax Court rejected the 

Estate’s 31.7 percent lack of marketability discount in favor of a 7 ½ percent discount 

proffered by the IRS expert in the case of a family owned corporation which had 

substantial liquid assets.   

 

In Knappe v. United States, 111 AFTR2d 2013-1434, the Ninth Circuit Court of Appeals 

affirmed a decision of a California Federal District Court that an estate was liable for the 

late filing penalty on a Form 706 when the Executor relied on erroneous advice of the 

CPA that the filing extension was for one year instead of six months; the Court noted that 

an Executor may rely on a seemingly competent professional for substantive advice but 

noted that the due date of a return is not a substantive issue. 

 

In Frank Sawyer Trust of May 1992 v. Commissioner, 111 AFTR2d 2013-1434, the First 

Circuit Court of Appeals determined that the owner of four corporations which sold stock 

prior to the maturation of corporate tax liability for the year of sale could be liable for the 

unpaid taxes on a transferee liability theory even if it did not know of the tax avoidance 

asset-stripping scheme of the new shareholders where the assets of the acquisition 

companies were unreasonably small in light of their liabilities and the acquisition 
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companies did not receive “reasonably equivalent” value in exchange for the purchase 

price. 

 

In Letter Ruling 201317010, IRS concluded that only the activities of a trustee performed 

in a fiduciary capacity and not those performed as a company officer count toward the 

hours test in determining whether a trust materially participated in the company’s 

activities. 

 

 

 

BUSINESS 

 

In Vancouver Clinic, Inc. v. United States, 111 AFTR2d 2013-________, a Washington 

Federal District Court concluded that advances paid by a clinic to new physicians 

constituted compensation rather than loans at the time of payment despite the requirement 

of repayment with interest if they did not remain at the clinic for five years; the Court 

concluded that the parties did not intend repayment and that the requirement functioned 

essentially as a liquidated damage provision. 

 

In Striefel v. Commissioner, TC Memo 2013-102, IRS denied virtually all claimed 

business deductions of an independent contractor engineer who destroyed substantially 

all of his business records upon being told he was terminally ill; the Court indicated that 

it accepts collateral evidence when records are destroyed through no fault of the taxpayer 

but will not when there is unjustifiable destruction of records. 

 

In Johnson v. Commissioner, a tax preparer was denied office in home deductions as he 

failed to prove exclusivity of any area of his home and was denied a deduction for the 

cost of the trip to Jamaica that he allegedly awarded to a client who referred him the most 

business (as it appeared from receipts that it was the preparer who took the trip). 

 

In Aries Communications v. Commissioner, TC Memo 2013-97, the Tax Court 

determined that the owner of several California radio stations paid $6.9 million in 

compensation following sale received a constructive dividend to the extent of the excess 

over $2.66 million; IRS had allowed only $635,000 but the Court considered the under 

compensation in the several years prior to sale. 

 

In Barnes v. United States, 111 AFTR2d 2013-611, the District of Columbia Circuit 

Court of Appeals agreed with the Tax Court that S corporation losses that were allowable 

but not taken constitute a reduction in basis. 

 

In Hassanipour v. Commissioner, TC Memo 2013-88, the Tax Court determined that a 

fulltime research associate whose timesheets for the year totaled 1,936 hours could not 

prove that he spent more time managing his 28 apartment units and a single family 

residence; his calendar documented 1,183 hours on the apartments but he did not have a 

record on the single family home and on other tasks not requiring his presence. 
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PROCEDURE 

 

Final Regulations under Code Section 6045 implement broker reporting of debt 

instruments and options in two tiers, requiring reporting of basis and whether gain or loss 

is short or long term on most instruments acquired after 2013 but delaying reporting on 

more complex instruments to acquisitions after 2015. 

 

In Estate of Brourman v. Commissioner, TC Memo 2013-99, the Tax Court determined 

that IRS could not use mathematical correction procedures but had to go the route of a 

notice of deficiency when a return was filed showing the tax due as “unknown” due to 

certain entries being marked as “tentative.” 

 

In Boyd v. Commissioner, TC Memo 2013-100, the Tax Court determined that IRS did 

not abuse its discretion in not allowing an in-person collection due process hearing where 

all back tax returns had not been filed and no financial statement had been submitted. 

 

In Ramdas v. Commissioner, TC Memo 2013-104, the Tax Court determined that IRS did 

not abuse its discretion in rejecting an offer in compromise of $1,500 against a $64,000 

liability where equity in assets exceeded the amount owed; the Court rejected the 

taxpayer’s contention that selling rental properties would create a hardship. 

 

In Memorandum SBSE-05-0313-024, IRS indicated that it was raising the dollar 

threshold for an expedited installment agreement on payroll taxes from $10,000 to 

$25,000; the account must be under the threshold at the time of seeking the expedited 

procedure. 

 

 

 

 

 

 

 

 


